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Chain-Store Growth and Total 
Volume of Retail Trade 


I. G. RICHARDSON 


HE chain store is the natural out- 

growth of modern conditions in mer- 
chandising in a country where standardized 
educational methods have developed a na- 
tional uniformity of desires in the things 
which make up the average purchase of the 
average family. The very size of the coun- 
try has made it necessary for adequate 
means to be found which would make it 
possible for buyers in all - <tions to secure 
uniform values in all general items of mer- 
chandise. The economic function of the 
chain store is to develop and maintain val- 
ues on the basis of the lowest possible mar- 
gin between production costs and retail 
prices. In its highest development it brings 
the large store to the smaller centers of 
population. 

Generally speaking, the chain store first 
developed in the grocery field. As early as 
1859, the tea, coffee, and grocery business 
became definitely established as the first 
chain-store system in the United States. It 
was followed by the development of the so- 
called novelty chains (five-and-ten-cent 
chains) in 1879. The history of this type 
of chain shows it was a failure in the be- 
ginning, but the persistence of the founders 
in studying the real causes for failure and 
the scientific analysis of how a more efh- 
cient system might be worked out have re- 
sulted in the development of one of the 
most outstanding merchandising groups in 
the history of chain-store development. 


It is since 1900, however, that we have 
seen the greatest chain-store expansion. 
With manufacturing problems of produc- 
tion and transportation being worked out, 
industrial emphasis has shifted from the 
making of goods to the more economical 
methods of their distribution. The United 
Cigar chain was founded in 1901; the J. 
C. Penney Company, now operating over 
one thousand department stores throughout 
the United States, was organized in 1902; 
during the same year, the United Drug 
Company was organized. Since 1902, the 
chain-store idea has been applied to almost 
every field of retailing as well as to many 
nonmerchandising or service enterprises, 
such as restaurants, hotels, publishing 
houses, and practically every type of human 
endeavor, where multiple effort shows a 
decided advantage over that of a single- 
unit enterprise. It is estimated that there 
are now in operation over four thousand 
major chain-store systems in the United 
States, operating approximately one hun- 
dred thousand stores. 


Chain-Store Fields 


Although the chain-store principle is, ap- 
parently, adaptable to every field of mer- 
chandising, chain stores first began and 
were most prosperous in certain staple fields 
to which chain-store methods most readily 
apply. The grocery, drug, tobacco, variety, 
confectionery, clothing, and apparel fields 
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seem to be the best adapted for the mass 
type of distribution. In these’ lines sales 
are easily made, the demand is fairly steady 
and uniform, and the merchandise is large- 
ly standardized. 

There are certain fields of merchandising 
in which the chain-store development has 
met with little or only mediocre success ; 
such examples are high-grade jewelry, sil- 
verware, hardware, furniture, musical in- 
struments, optical goods, and style clothes. 
In these lines, the prices are usually high, 
the volume and turnover small, with the 
result that stocks are usually narrow. These 
stores are often forced to adopt a policy of 
long-term credit. There is also a need 
for intensive personal salesmanship of the 
highest type. Chain stores, on the other 
hand, usually feature values above personal 
service. There are a few of these chains, 
however, in the so-called quality group 
which are successful. Their progress has 
depended principally upon their quality of 
service rather than upon low prices and 
centralized management. 

The United States Department of Com- 
merce has recently estimated the number 
of potential customers which the various 
types of stores must expect in order to be 
successful. The following table shows that 
the figures fluctuate very widely in differ- 
ent types of stores. For example, 449 
customers will support one grocery store, 
while it would require at least a population 
of 35,420 to support one bookstore. 


. 449 
880 
Dry-Goods Stores 1,682 
2,304 
Hardware Stores. 2,615 
Furniture Stores. 4,158 
Shoe Stores 4,768 
Department Stores 10,490 
S- and 10-Cent Stores 18,012 
Bookstores 35,420 


Retail Trade in 1923 and 1927 

The chart on page 5 has been prepared 
from estimates of Dr. Paul Nystrom of 
Columbia University. You will notice that 
the total volume of retail trade in 1923 
amounted to $35,700,000,000, of which the 
chain-store volume amounted to $2,800,- 
000,000 or 7.8 per cent of the total retail 
trade of the country. The small individual 
retailer did approximately $24,000,000,000 
or 67.3 per cent of the total. During the 
year 1927, it was estimated that the total 
retail trade of the United States had in- 
creased to $40,000,000,000, a gain of 12 
per cent in the last four years. During this 
period, however, chain stores have increased 
their volume $2,000,000,000, and now rep- 
resent 12 per cent of the total retail trade 
of the country. This shows a gain of 
approximately 50 per cent in the past four 
years. You will notice on the chart that 
the department stores have practically held 
their own during this period, while mail- 
order houses, house-to-house selling, and 
company stores show a slight decline in 
their percentage of the total volume. The 
individual retailer has lost approximately 
3 per cent of the total retail trade, which 
has been absorbed by chain stores. 


Public Demand for Chain Store 


It is evident from this chart that the 
buying public is seeking the channels 
of distribution which serve it most eco- 
nomically and show the greatest saving. 
The public is being educated to buy where 
it receives the greatest value. It is unwill- 
ing to accept long profits exacted by many 
of the local merchants. Present-day mer- 
chandising necessitates the most efficient 
methods of distribution and the popularity 
and general acceptance of chain stores seem 
to indicate that they are serving and making 
a real economic contribution to the com- 
munities in which they operate. 
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VOLUME OF TOTAL RETAIL TRADE 
UNITED STATES 


TOTAL VOLUME 
35, 700,000,000 


NDIVIDUAL RETAIL STORES 
67.3 


INDIVIDUAL 
RETAIL STORES 
$24.000 000 000 


BAINDIVIOUAL RETAIL STORE’ 

64.5 % 

INDIVIDUAL 
RETAIL STORES 
800 000,000 


1923 1923 


A chain-store executive recently stated 
that his company “‘pays its entire dividends 
and accumulates a surplus from the por- 
tion of sales which inefficient retail systems 
waste. Our cash discounts are always 
earned and taken, because we have a sound 
business structure; our salvage operations 
are profitable on a large scale; our saving 
in efficiently locating stores and building 
volume in those stores sufficient to distrib- 
ute merchandise aggregates in the course 
of a year what we consider a legitimate 
profit and a great deal of this saving in 
our chain is passed back to the consumer 
in lowered prices. I know this to be true 
in practically every efficient chain.” 

One of the prime reasons for chain-store 
progress is the fact that the public prefers 
systematized merchandising to the slipshod 
methods of the local independent dealer. 
The American public today desires to trade 
where merchandise is most conveniently 
located, attractively displayed, and reason- 
ably priced. This, of course, has been the 


1927 1927 


constant objective of chain-store policy and 
has not only created a public favor for 
them, but has convinced manufacturers and 
financial interests of the fundamental 
soundness of the chain-store method of re- 
tailing. 
Chain-Store Principles 

One of the cardinal principles of chain- 
store development is that the codrdination 
of the purchasing, distributing, and selling 
functions of retail merchandising upon a 
large scale is the most economical for all 
interests concerned. Without the combi- 
nation of a large number of stores into a 
unified system, the outlet for a large volume 
of goods would be impossible. A chain- 
store system, even of moderate size, pur- 
chases merchandise in much larger quanti- 
ties than the average jobber and _ is, 
therefore, in a position to undersell most 
independent dealers, who in most cases ob- 
tain their merchandise from the jobber. 

The operating expenses of chain stores, 
notwithstanding the fact that they combine 
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the functions of both retailer and jobber, 
are decidedly lower than those of the in- 
dependent dealers. Stock turn is another 
item which adds to the efficiency and rapid 
rate of growth in chain-store retailing. It 
has been estimated that in the grocery field, 
the independent retailer turns his stock 
about ten times a year, as against a turn- 
over of seventeen times for one of the large 
chain grocers. The reason for this decided- 
ly higher rate of stock turn is that a large 
chain system can profitably afford to inves- 
tigate the needs of the territory it serves, 
to direct sales from centralized locations 
and to increase sales by intensive programs 
of unified advertising and window display. 
Chains usually concentrate upon items 
which offer a minimum of sales resistance. 
The low priced merchandise has proved to 
be the most consistent method of maintain- 
ing satisfactory earnings. Chain stores 
carry few items that have a limited demand. 
Mass production and distribution are essen- 
tial for the existence of a profitable chain- 
store system. 


Mass Distribution 


The chain store’s growth is primarily a 
phase of the progress of the country’s meth- 
od of distributing merchandise at retail. It 
is also an element in the broader movement 
toward consolidation and efficiency which 
the United States has experienced in recent 


years. 
The economies of mass distribution tend 
to produce more efficient mass production. 


It is estimated that the chain stores save 
the buying public over three hundred mil- 
lion dollars a year. The chain-store move- 
ment, therefore, must be given a share of 
the credit for higher wages per hour and 
shorter hours per day, which is character- 
istic of present-day American industries, 
The co6rdination of the rate of distribution 
and productive facilities of the country 
promotes the stability of the nation’s busi- 
ness structure. There is less danger of over 
and under expansion, a smaller volume of 
capital tied up in inventory, smaller losses 
incident to changing styles, and a greater 
possibility for the development of short- 
term contracting of purchases. Such fac- 
tors as these are inherent in the merchan- 
dising methods of the chain store. 

These economies in improvement of the 
chain-store type of distribution are simply 
in line with the general progress of the 
American nation. As has often been the 
case, radical changes which tend to upset 
habits of long standing are inclined to 
arouse strong antagonisms. By placing the 
facts regarding the real efficiencies of chain- 
store distribution before the public, it is 
believed that a strong opposition will be 
developed against any proposed legislation 
which might tend to retard the progress 
and growth of the chain-store method of 
distribution. Since real economies exist, 
it is evident that the chain-store method of 
distribution will tend to absorb an increas- 
ing proportion of the total retail trade of 
the country—at least, for some years to 
come. 


Buying and Merchandising 


Automatic Selling 


ITH so much attention given to the 

subject of scientific distribution, it is 
of interest to get concrete examples of such 
tendencies. The displacement of human 
labor by machines was responsible for much 
of the lowering of costs in manufacturing 
processes and the challenge is frequently put 
to distributors to introduce more labor-sav- 
ing automatic selling devices. 

There are definite marketing jobs to be 
done; namely, buying, transporting, ware- 
housing, financing, risk taking, and selling. 
In certain lines we hear of automatic buy- 
ing (through unit control), of cost reduc- 
tion in transportation and warehousing, and 
of reducing the cost of risk bearing. But 
what of automatic selling? 

Studies of merchandising economies ne- 
cessarily start with differentiation between 
the types of merchandise. These distinc- 
tions are based on the buying habits of con- 
sumers. Many classes of merchandise are 
known as style goods, where the element of 
time is of unusual importance in determin- 
ing obsolescence, and where standardiza- 
tion of appearance is difficult. Another 
great group is made up of merchandise that 
is little affected by style, readily standard- 
ized, of relatively low price per piece, and 
purchased at the most convenient place. 
Points of high pedestrian traffic and good 
displays are favorable factors in affecting 
the sale of this type of goods. If this mer- 
chandise happens to be known to consumers 
through advertising, another element toward 
quick sale is added. 


Automatic Selling of Convenience 
Goods 


This group of merchandise known as 
convenience goods, comprising some of the 
small-ware lines of department stores, are 
sold at present more or less automatically 
by salespeople. An experiment has been 
conducted by a New York chain-store com- 
pany during the past few months in putting 
some of these products in vending machines. 
There are fifteen brands of cigarettes and 
tobacco sold in this way at the United 
Cigar store at Broadway and 33d Street, 
New York. Two automatic change-mak- 
ing machines complete the equipment. This 
is a new type of automatic selling, in that 
the machine works on the endless belt 
rather than on the gravity principle. Hence, 
it is not necessary for the packages to be 
uniform in size or shape. The machines 
are attractive, substantial, and—from a fix- 
ture standpoint—do not detract from the 
appearance of the store. 

The change-making machines release the 
salesclerks from 600 such transactions daily, 
and the vending machines release the clerks 
from many transactions not requiring sell- 
ing ability, allowing them to give more 
time and attention to the more profitable 
lines of merchandise. 

A recently added feature to this equip- 
ment is a phonographic attachment which 
speaks any phrase desired with each trans- 
action, concluding with “Thank you.” 
Hence, attention is drawn to the machines 
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with each purchase, and a certain value 
as an advertising medium is added. 


Adaptability to Department Stores 

Granting that there are certain heavily 
advertised lines with a narrow margin of 
profit necessarily carried in most depart- 
ment stores, the question arises whether this 
new endless-belt vending machine may not 
make such lines profitable. Certainly as 
high a mark-up as usual is not necessary 
with merchandise sold in this fashion. After 
cutting out salesclerk pay roll, and charging 


an amount for loading the machines, col- 
lecting money, space occupied, and the 
rental of a few cents a day, the volume does 
not have to reach a very high figure to bring 
the total expense percentage below the usual 
for such merchandise. 

Considering the quality of salesmanship 
generally practised by salespeople selling the 
line of merchandise adaptable to this type 
of machine, it is possible that the lower cost 
of selling is worth more than a question- 
able personal contact and the opportunity to 
sell additional items. 


BUYER TURNOVER 


EGARDLESS of whether or not there 
has been an increased turnover of de- 
partment-store buyers during the past sea- 
son—a question that has been considerably 
discussed—there remains the fact that the 
buyer-turnover problem is one of some mo- 
ment. The discharge and replacement of 
buyers not infrequently is accompanied by 
evils that arise directly from such exchange. 
Losses naturally accrue from changes in 
managing personnel in that it becomes more 
of a problem for the store to maintain 
standard practices and definite policies. 
Many an incoming buyer seems to be ob- 
sessed with the idea that he must first of 
all clean out the stock left by his predeces- 
sor, a step which may frequently, but not 
always, be the real need. This is usually 
accomplished by drastic markdowns. Fur- 
thermore, the salespeople need a readjust- 
ment, for the advent of a new buyer means 
new practices and customs in the depart- 
ment. 


Style Change, Not Buyer, at Fault 

Authorities have of late raised the ques- 
tion as to whether some buyer releases have 
been warranted. It seems an occasional 


department head has been held for results 
that were humanly impossible of achieve- 


ment. Dr. Paul H. Nystrom has pointed 
out that changes in consumer demand alone, 
and not the buyers’ inefficiency or lack of 
enterprise, are responsible for the poor 
showing of some departments. The store 
that hurriedly deposes buyers at the first 
sign of a department’s weakening is often 
chasing an elusive goal and letting itself 
in for rising expense figures because of the 
period of adjustment that must necessarily 
follow. 

Stores should approach the problem of 
replacing the buyers or of engaging new 
ones with proper consideration. When they 
cease judging a buyer’s worth wholly upon 
the absolute figures produced in his depart- 
ment and allow more for extenuating cir- 
cumstances, they will be proceeding in a 
way that will be beneficial to both them- 
selves and the individuals involved. 


Tests for Buyers 

In this connection it is worth noting the 
proposal of a prominent department-store 
executive with reference to the development 
of more scientific tests of a buyer’s worth. 
He says that by learning how to eliminate 
the unfit and the unqualified, a not impos- 
sible task with the psychological informa- 
tion now at hand, merchants may be able 
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to escape the costs of executive turnover, 
markdowns, and other accompanying 
wastes. He recommends ascertaining and 
crystallizing the elements that go to make 
up successful merchandising and then test- 
ing potential executives to see whether they 
are suited and equipped to perform the 
tasks. 


THE NEW BUYER 


HE oft recurring proposal to change 

the buyer’s status from one including 
managership of his department to that of a 
buyer only has become an actuality in the 
stores of W. A. Wieboldt & Company, 
Chicago. The number of buyers has been 
reduced by over a half, and these will de- 
vote their entire time to purchasing. Sales 
managers have been delegated to look after 
the operation of the departments. In this 
capacity they will maintain the stock rec- 
ords and devise and execute sales-promotion 
plans. 

The buyer’s contact with his department 
will be more remote than formerly. The 
sales manager will requisition the buyer for 
needed merchandise. The buyers, as for- 
merly, will be under the general direction 
of a merchandise manager, the latter also 
directing and coOrdinating the activities of 
the newly designated sales managers. Under 
this plan each buyer will be supplying more 
departments than before. 


THE BATTLE FOR CONSUMER 
LOYALTY 


HE conflict between national and pri- 
vate brands for consumer preference 
waxes more intense as time goes on and 
stores reach mammoth size and combina- 
tions become more common and more effec- 
tive. 
The Advertisers’ Weekly recently receiv- 
ed from twenty-five large stores replies to 
the question, “Do you promote the sale of 


nationally advertised goods in preference to 
less well-known makes?” Fifteen replied 
in the negative. Ten stated that nation- 
ally advertised goods are superior; seven 
that they are inferior, and six were doubt- 
ful. Sixteen believed nationally advertised 
goods to be higher priced, six believed them 
cheaper. Eleven felt that price mainte- 
nance had been helpful—at least when it 
was actually practised it promoted steady 
business and avoided cutthroat selling. 

The replies revealed an increasing variety 
of private brands and the Advertisers’ 
Weekly concludes that “Relatively few of 
the stores which replied seem to find their 
business development dependent to a vital 
extent on nationally advertised products. 
These stores, of course, are large—nearly 
as large, in some instances as manufacturers 
advertising on a fairly national scale. If 
these questions were put to small retailers 
throughout the country, the answer would 
undoubtedly be more favorable to national 
advertisers.” 

Numerous other comments are continual- 
ly being made. A large corset manufac- 
turer feels that private brands take more 
selling effort and time and so add to the 
cost of distribution. This argument is par- 
tially invalidated by the fact that so much 
selling time is idle time in even the best 
regulated stores. 

As was pointed out in the October, 1927, 
issue, the retailer has the best chance for 
success of his private brands in the case 
of style merchandise, although chains and 
the largest department stores will doubtless 
succeed in gaining a consumer preference 
for a limited line of convenience goods. 


MANUFACTURING BY RETAIL 
STORES 


HILE there is a definite trend 
toward consolidation in the field of 
distribution, there is little evidence of a 
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tendency toward integration. Most pro- 
ducers believe that they cannot be successful 
merchants as well as manufacturers and 
most retailers believe that freedom in pur- 
chasing from any temporarily desirable 
source is one of their chief assets. 

It is true that many retailers do a limited 
amount of manufacturing—particularly of 
facial products, hosiery, underwear, gloves, 
and ready-to-wear. But although private 
brands increase, manufacturing by the re- 
tailer is probably on the decline. 

Mr. Jesse I. Straus, president of R. H. 
Macy & Co., Inc., recently stated that his 
store would discontinue the manufacture 
of all merchandise when manufacturers 
exist who can produce goods of comparable 


quality over a period at the same or lower 
cost than can the Macy organization. Mr, 
Straus feels that it is often more profitable 
to purchase in the open market than to 
have a store operate its own factories. 

R. H. Macy & Co., Inc., have in the 
past manufactured candy, women’s waists, 
and bicycles, but now production is mainly 
confined to certain groceries, toilet goods, 
and drugs. 

A number of stores have had difficulty 
in marketing their own makes of drugs in 
competition with national brands. It is 
probable that only the largest stores can 
hope to create a consumer preference for 
such goods equal to that for the nationally 
advertised. 


Advertising and Publicity 
Nickel-in-the-Slot Advertising 


G. I. SNowDEN 


-ONG before Easter, department stores 
—I have noted with dismay—started 
speaking about the coat or the dress for 
the “Easter promenade” or the “Easter 
parade.” These two typical phrases are 
used a hundred times in Easter advertising 
simply because they are the easiest for a copy 
writer to write. Even if there were still 
such a thing as an Easter parade, this would 
be old stuff. But I have been looking in 
vain for one for many years. This is sim- 
ply a case of a passé idea and a passé phrase 
to which copy writers will not give a much 
deserved rest. It is these old hackneyed 
bromides so liberally used that are causing 
retail advertising to dry-rot. They are be- 
ing used so frequently because, in the aver- 
age hustle and bustle of an advertising de- 
partment, those in charge have not the time 
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to give proper supervision to copy. It is the 
old story of millions for space, but not 
one cent more than necessary for produc- 
tion. 


Improving Copy 

The other day we were using a page in 
all of the Washington newspapers to close 
our anniversary sale. It was a nicely laid- 
out page, the art work was very effective, 
and about one sixth of the space was de- 
voted to copy. When the proof came in, 
the copy was the same old stuff. In sub- 
stance it read to the effect that tomorrow 
would be the last day of our greatest anni- 
versary sale; that there was just one day 
left for folks to share in the savings; that 
bargains like these would probably never 
be offered again. 


NICKEL-IN-THE-SLOT ADVERTISING 


In an effort to improve the copy, it was 
suggested to the copy writer that possibly 
she could present a picture to the public 
stating that this page simply represented a 
few of the items that were to be on sale, 
that the store could not possibly tell the 
whole story but simply give a foretaste, 
that the reader would have to come to the 
store to see what it was all about. The 
result of the rewrite was very gratifying 
for it said in part: “When you read this 
page announcement of the last day of our 
32d anniversary sale, you cannot see the 
lovely spring fashions, hear the buzz of 
busy shopping conversation, feel the spirit 
of happy cooperation all over the store. But 
you know that it’s good news. For instance, 
the forty-eight little advertisements below. 
And we might print forty-eight times forty- 
eight, yet not give a comprehensive idea of 
the entire sale.” 


Washington’s Birthday Sale 


Every week we have a clearance and 
remnant day, advertising in the paper 
Thursday for Friday’s business. These 
events finally reach a climax on the 22d of 
February when we run what a lot of stores 
would probably call a super-clearance or 
remnant day, or something of that sort. 
We call it our Washington’s Birthday ad- 
vertisement and instead of eulogizing the 
offerings, we tell the blatant and often un- 
kind facts about them, and let the public 
make its own decision. We have been do- 
ing this for the past three years and each 
year the following day’s business has be- 
come more satisfactory. The heading to 
the last Washington’s Birthday advertise- 
ment read as follows: 

“This is the Truth—So Help Us, George 
Washington! 

When merchandise is new and fresh and 
beautiful and the buyers sing loudly in its 
praise, who is there to coOperate more joy- 
fully and more artistically and more en- 
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thusiastically than the young bloods in the 
advertising department? But when the 
public has definitely shown thumbs down 
on certain things (because when the buyer 
bought them, he was not quite himself), 
then what an opportunity for this same 
advertising department to give perfect ex- 
pression to its feelings—and what better 
day than the 22d of February, the birthday 
of the leading exponent of exposure? As we 
said last year, and the year before, there’s 
going to be another advertisement like this 
on the next 22d of February. Knowing 
how easy it is to buy the wrong thing, we 
feel quite safe in making this prophecy.” 


Statements Made 

A few of the frank statements regarding 
the nature of the offerings are selected at 
random: 

“20 wintry looking dresses, left over 
from winter stocks. Broken sizes and 
colors.” 

“50 Raincoats—dirty, but still water- 
proof.” 

“Feather fans don’t seem to be the debu- 
tantes’ delight any more. We have 20 that 
have stuck with us a year.” 

“1 size 36 Leopardine Coat with red fox 
collar, cuffs, and border. Too long but you 
might rip off the border.” 

“26 boxes women’s |.andkerchiefs, 3 in a 
box. The boxes are broken and the lids 
gone and instead of being 50 cents a box 
they’re now 25 cents.” 

“25 matron hats of black satin and lace 
with draped crowns and medium brims. 
No one’s liked them so far, but you might 
now that they’re only $1.95.” 

“25 plaid pajamas in patterns that are 
guaranteed to keep you awake.” 

“$19.75 decorated smoking cabinets— 
decorated even more with scratches $9.87.” 

“$98 three-piece sunroom suite. Was 
canary yellow but the sun in the window 
was too much for it.” 
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“Knitted ties in patterns that may make 
you feel slightly cockeyed. 2 of them that 
we tried to sell for $2.50. Now 95 cents.” 


Resulting Good Will 

Beyond the day’s business which this 
Washington’s Birthday advertisement pro- 
duces is the surprising amount of good will 
which it seems to create. After each one 
has appeared we receive letters from custo- 
mers, college professors, high-school stu- 
dents—people interested in the store, in 
bargains, and apparently in the psychology 
of advertising. It would be hard to esti- 
mate in dollars and cents the amount of 
good will that these advertisements have 
brought us beyond the actual business. 

The other day one of the assistants in the 
sales-promotion office was on the fourth 
floor when a customer approached her, and 
asked to be waited on for a lamp. More 
for the experience than anything else, the 
assistant saw the thing through, and the 
lady bought the lamp. After the sale was 
made the customer became confidential and 
said that this was the first time she had 
been in the store. She went on to say that 
she and her husband had been reading the 
paper on February the 22d and had come 
across the Washington’s Birthday adver- 
tisement and it appealed to them so that 
they had decided that we must have a good 
store in which to shop. 

Besides doing other things, the Washing- 
ton’s Birthday advertisement points out the 
moral that truth is stranger, and often more 
interesting, than fiction. Certainly, if copy 
writers would get down to the style of a 
woman’s dress, coat, suit, or hat, and de- 
scribe the things about it that make it just 
the right style; if they could tell why it is 
just the right shade, and what it should be 
worn with and how, they would certainly 
write more interesting copy than recounting 
the old chestnut, the buyers’ favorite night- 
mare, that he was able to chloroform the 
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manufacturer and get $49.50 values to sell 
for $16.75. The sooner department stores 
draw away from the use of comparative 
prices and valuations, the more effective 
and productive will be retail advertising. 
If the merchants will stop using these hy- 
pothetical values which in most cases are 
not true, these comparative prices will stop 
serving as a prop for the copy writer around 
which to weave his story. In putting on a 
promotion of 1000 men’s suits to retail at 
$39.50, for instance, the old argument 
about the manufacturer’s being short of 
cash and turning his surplus stock over to 
us for a mere song is no longer inviting. 
How much more intriguing would copy be 
if it would state that these suits are all hand 
tailored, with its assurance of good fit and 
long holding of shape; that in the group 
there are many blues of which every man 
should have at least one, that there are also 
a great many Oxford greys which are so 
popular with the best dressed men at 
Princeton. As a matter of fact, with the 
more scientific method which manufacturers 
are using in gauging the demand for their 
product, the purchasing of surpluses from 

reputable manufacturers becomes more diffi-- 
cult. When a reputable manufacturer of a 
known brand has a surplus, in nine cases 
out of ten, he favors his regular representa- 
tives with his overproduction, and does not 
find it necessary to peddle it around the 
country. 


Objections to Job-Lot Buying 

The matter of buying job lots and ex- 
ploiting job lots in advertising is one of the 
things that is in many cases retarding the 
progress of many department stores. If a 
buyer has his potential purchasing power 
tied up in jobs, naturally he has not much 
money to spend on staple and style mer- 
chandise for which there is a constant and 
permanent demand. If he must use his ad- 
vertising funds to exploit the special pur- 
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chases he will not have much money left to 
exploit the new things in his department. 
Not so long ago, I heard a very prominent 
New York merchant say that when a manu- 
facturer offers any of his buyers a job pur- 
chase, the first thing they do in his store 
is to see if they have any similar merchan- 
dise on hand, because they know that in 
nine cases out of ten it would not be offered 
to them at less than its market price unless 
the death knell had already rung on this 
type of merchandise. 

It is not unusual to find striking layouts 
of retail advertisements in our daily papers. 
But whenever an advertisement stands head 
and shoulders above all others—whenever 
people begin talking about it, or it wins a 
Bok award—you will generally find that 
it was a copy job. Because after all, 
nothing takes the place of an idea, quickly, 
clearly, and crisply expressed. 


HARVARD ADVERTISING 
AWARDS 


S it mere coincidence that the two de- 

partment stores assumed to be the lead- 

ers in retail volume in this country for 1927 

also receive the only Harvard awards that 
were given to retail advertisers? 

The advertising of R. H. Macy & Co., 
Inc., received first prize for the best local 
campaign. This campaign was made up of 
advertisements stressing the fact that “no 
one is in debt to Macy’s.” 

The advertising of the Marshall Field 
Company received first prize for the most 
effective use of text in a single advertise- 
ment. ‘This advertisement was of an in- 
stitutional nature, bringing out the point 
that “even so simple a thing as a handker- 
chief,” selected from Field’s stock, has many 
interesting selling points. Incidentally, 
both of these stores employed the same ad- 
vertising agency, Barton, Durstine & Os- 


born. 
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Edward W. Bok established the awards, 
annual prizes for advertising effort, ad- 
ministered by the Graduate School of Busi- 
ness Administration, Harvard University. 
The awards are given for the following: 
national campaign for a specific product; 
local campaign (in cities over 100,000 
population) ; national campaign of an in- 
stitutional character; industrial campaign; 
scientific research in advertising; the most 
effective use of text in a single advertise- 
ment; the most effective picture in a single 
advertisement; the most effective combina- 
tion of text and illustration in a single ad- 
vertisement; the most effective typography 
in a single advertisement; distinguished 
personal services to advertising. This year 
was the fourth for these awards which 
total $14,000 annually. 


PROTECTING THE CUSTOMER 


ITH the establishment of testing lab- 

oratories in several prominent stores, 
recent among them R. H. Macy & Co., 
Inc., New York, and Joseph Horne Co., 
Pittsburgh, the frayed slogan, “Truth in 
Advertising,” has begun to take on new sig- 
nificance. The merchant is becoming 
better able to recognize truth and to adver- 
tise accordingly. ‘The implication is that, 
while the retailer has been only too 
anxious, perhaps, to serve his public faith- 
fully, his ignorance of the content and 
composition of the goods he sells has inter- 
fered with his good intentions. 

The progressively modern retailer is no 
longer content with taking the vender’s 
word for what a product is and will do. 
He is putting aside the practice of buying 
by mere description, inspection, and reputa- 
tion. The consuming public is becoming 
more critical and since the jobber and 
producer frequently have refused to dis- 
close the exact make-up of their products, 
the retailer has been moved to set up his 
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own testing equipment. Hereafter he will 
know what his goods are and ‘what may 
reasonably be expected of them and should 
be able to meet more adequately his re- 
sponsibility to his clientéle. 

His merchandise studies and analyses 
will permit the retailer to establish 
standards, the knowledge and understand- 
ing of which may be used advantageously 
by the customer. Such standardization is 
nowise to be construed as resulting in a 
lessening variety of goods. It merely 
means that the goods handled may be 
definitely classified or graded as to con- 
tent, durability, washability, or whatever 
quality is of most concern to the buying 
public. 


Available Testing Laboratories 

Many stores, obviously, are not in a po- 
sition to set up such laboratories; the ex- 
pense of equipment and competent person- 
nel is too much of an obstacle. If certain 
current proposals are carried out, however, 
these services may be made more readily 
available to them. The board of directors 
of the National Retail Dry Goods Associa- 
tion has recently authorized its managing 
director to submit a workable plan for 
having the Association operate such a lab- 
oratory for the use of member stores. 
There is but little doubt that this action 
will result in the establishment of the new 
department. Stores in some of the metro- 
politan centers already have at their dis- 
posal commercial testing laboratories that 
will test a great variety of merchandise 
at a reasonable fee. The findings of such 
laboratories have considerable weight with 
manufacturers in view of the fact that there 
is no reason to believe that they are biased. 

This new trend in retailing toward 
store testing will increasingly involve the 
contention between branded and unbranded 
goods. Whenever merchants prove to 
their own satisfaction that an unbranded 
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item has all the merit of a branded one, 
they will lose no time in acquainting their 
clientéle of the discovery. 


SPECIAL PRIVILEGES TO 
CHARGE CUSTOMERS 

HERE is but little basis for disagree- 

ment in the statement that the execu- 
tion of a charge sale is accompanied with 
more selling costs than the cash sale, among 
which added costs are the granting of the 
privilege in the first place, the booking of 
the transaction, the collection expenses in- 
curred in varying amounts, together with 
the interest allowance for the merchant’s 
tied-up capital. Increasingly expensive do 
these charge sales become if they graduate 
into slow accounts and, occasionally, into 
bad debts. Credit managers state that a 
much too big proportion must be classified 
as slow, and the number is held down to 
that figure only by eternal vigilance on 
their part. 

In spite of the admittedly higher costs 
attached to selling on account, only rarely 
does the merchant exact a higher price of 
his charge patron than of the one paying 
cash. Some even go so far as to extend 
additional privileges to the credit customer, 
such as giving her notice of a preshowing 
at sales prices of merchandise destined for a 
subsequent special event, giving her the op- 
portunity to purchase on approval and al- 
lowing her more ready and liberal adjust- 
ment of returns and exchanges. A number 
of leading stores, however, have adopted 
a rigid policy of treating both groups alike. 
Further to eliminate discrepancies in the 
treatment of the two classes, some local 
credit associations have been recommending 
to their member stores the imposition of an 
interest charge for past-due accounts. The 
procedure would involve levying a charge 
of one half of one per cent for each month 
on any portion of an account remaining un- 
paid after the first thirty days. Not many 
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such recommendations have been put into 
practice. Merchants are impressed with 
the justice of such a plan but many fear 
the opportunities it opens up for unfair 
competition. There is the suspicion that a 
competitor might gain customers by letting 
preferred “chargers” know that he is likely 
to forget the interest charge when the time 
comes. Again, many good-pay but slow- 
pay customers will resent the interest 
charge and it is seldom good policy to 
antagonize a customer group. 

Occasionally, there comes to notice a 
community pact to abolish credit extension. 
The most recent instance is of a little city 
in the Middle West where the stores have 
agreed among themselves to extend no 
credit to anyone after March Ist. An ad- 
vertising campaign prior to that time had 
acquainted the public of the change in 
policy and had further pointed out how the 
abolition of charge-account sales would 
benefit the community in the resultant low- 
ering of prices. Such experiments are in- 
teresting to watch in view of the fact that 
many gilt-edge customers will strenuously 
resent the change to a cash basis. 


“Courtesy Days” 

In regard to establishing “courtesy” or 
“preshowing” days, at which time charge 
customers may purchase at future sale 
prices, there is the danger of incurring the 


ill will of cash customers who see privi- 
leged individuals sometimes being shown 
merchandise or being quoted prices that are 
not available to them. A store doubtless 
has the right to cater to a particular class 
and the advance showings do relieve the 
store of excessive crowds on the day the 
sale is officially announced to begin. 

A wise solution to the problem of giving 
one group a chance to make unhurried se- 
lections from complete stocks without of- 
fending cash customers would seem to be 
to instruct salespeople to treat charge and 
cash customers equally during these pre- 
showing days. Charge customers would 
have the privilege of personal notification 
by mail but cash customers in search of 
merchandise similar to that planned for the 
sale would be shown the sale merchandise 
at the special prices just as readily as would 
the charge customers. All charge customers 
and those cash customers that happened to 
be in the department a few days before 


the sale would receive identical considera- 
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tion. 

As for the common practice of granting 
charge customers more liberal adjustments, 
there seems to be little justification beyond 
the fact that the charge customer is in a 
more strategic position for bargaining. As 
far as store policy is concerned, the store 
should endeavor to be just as fair to one 
group as to another. 


i 
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Accounting and Control 


Department and Chain-Store Sales 1n 1927 


HE following figures for department 
stores having a sales volume of $10,- 
000,000 and over have been taken from 
newspaper reports of financial statements. 
Unless otherwise specified, “net profit” 
indicates the amount available for stock 


after all charges including interest, de- 
preciation, and Federal taxes have been 
provided for. It is apparent that depart- 
ment stores did not enjoy in 1927 the gen- 
eral increase over the previous year that 
they reported for 1926: 


Figures in thousands 


Sales%oInc.1927 Net Profit RatioNet Earnings Per 
Department Stores 1927 ower 1926 1927 ProfittoSales Share Common 
Abraham & Straus, Inc. |, pater 1531 6.0 7.96 
Arnold Constable & Co.......c0:ssecee 13,521 -+16.4 709 5.3 3.24 
Associated Dry Goods Corp... 3330 3.38 
L. Bamberger & Co . 33,595 +. 3.3 2675 8.0 4.05 
Best & Co. 12,519 + 8.1 979 7.8 6.33 
Bloomingdale Bros. 23,908 — 1.7 794 3.3 1.82 
City Stores, Inc. 1402 7.8 6.25B 
Emporium—Capwell Corp. 24,146 1008 4.2 2.81 
The Fair 26,760 — 2.5 1517 5.6 3.48 
Gilchrist Company 
(before Fed. Taxes) ..........cscceceeees 11,612 — 5.7 502 4.3 4.70 
Gimbel Bros. .. 123,596 -+ 0.7 1499 12 0.08 
Hale Bros. ws 19,870 +- 13 489 2.5 2.22 
Kaufmann’s Dept. Storé, 1688 20.98 
R. H. Macy & 82,215 8.9 5832 7.1 16.66 
May Dept. Stores, Inc 102,756 + 2.2 6499 6.3 5.56 
The Namm Store 16,698 —18A 234 
National Dept. Stores, Inc............000 74,959 — 8.6 1579 2.1 1.07 
B. F. Schlesinger Sons 20,379 +-7.0A 551 2.7 3.16 


A=Approximate. B=Earnings on class B stock. 


In a number of instances the decrease in 
sales volume can be explained on other 
bases than poor business conditions or fault 
of management. For instance, decline in 
sales and profits of Bloomingdale Brothers 


was largely attributable to the piano de- 
partment where a stricter credit policy was 
introduced. Excluding this department, 
profits were ahead of last year. 

Gimbel Brothers’ decline in profits is 
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due in part to extensive building opera- 
tions. It is unofficially reported that the 
1927 sales of Saks Fifth Avenue were $21,- 
500,000 and of Saks Thirty-Fourth Street 
$13,000,000. 

The National Department Store’s drop 
may be attributed to the discontinuance of 
the Fink store in Philadelphia. 

While Franklin Simon & Co. did not 


Figures in thousands 


report sales for 1927, they probably ap- 
proximate the sales for 1926 of $24,- 
592,297. 


Chain Stores 


The report of chain stores of the 5 cents 
to $1.00 classification is more satisfactory, 
each of the important groups showing sub- 
stantial increases over 1926. 


Sales YoInc.1927 Net Profit RatioNet Earnings Per 

Chain Stores 1927 ower 1926 1927 ProfittoSales Share Common 
$5,610 17.2 $379 6.76 $3.44 
Neisner Bros. ................ 45.9 459 7.08 3.10 
10,234 19.6 581 5.68 3.84 
11,940 25.8 851 7.12 2.01 
12,882 22.6 861 6.69 3.31 
15,069 50.9 1,021 6.77 3.65 
39,336 17.0 2,624 6.67 5.26 
43,322 20.5 2,329 5.38 4.59 
58,060 11.9 5,089 8.77 5.26 
133,766 12.2 13,978 10.45 3.76 
F. W. Woolworth 272,754 7.5 35,350 12.96 9.06 


The report of the J. C. Penney Com- 


pany, a concern which more closely resem- 


bles department stores than chainstoresin 
operation, is as follows: 


Figures in thousands 


Sales JoInc. 1927 Ratio Net Earnings Per 
1927 over 1926 Net Profit Profit to Sales Share on Common 
151,958 +31.4 8949 5.9 11.78 


TRADING STAMPS 


HE Gilchrist Company of Boston dis- 

continued the use of trading stamps 
about a year ago. The sales for 1927 of 
over eleven and a half million showed a 
decrease of about $700,000 from 1926. 
This decrease is partially attributed to the 
change in trading-stamp policy. 

Mr. F. Frank Vorenberg, secretary and 
director of the store, gives THE JOURNAL 
the following account of the causes and 
the general outcome of the discontinuance 
of legal trading stamps: 

“Our original motive in giving up the 


use of trading stamps was twofold. In 
the first place, we felt that the giving of 
a coupon or certificate or trading stamp 
was a relic of an old era in retail mer- 
chandising that had become associated in 
the mind of the average customer with 
retail houses selling specialized lines of 
merchandise, whose business did not seem 
to us to be conducted on the same ethical 
plan as was the business of those depart- 
ment stores who still were giving trading 
stamps. In other words, one reason for 


giving up the use of trading stamps was 
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to trade up in a general way and to dis- 
associate our name from what we felt was 
developing into an unenviable association. 
In the second place, we felt that the rather 
substantial amount of money which the use 
of trading stamps was costing us might 
more productively be employed in some 
other way. In addition to these two rea- 
sons, we were also guided by the fact that 
a few stores who had given up trading 
stamps were apparently glad that they had, 
and had suffered in the long run no ad- 
verse effects from the move. 

“In 1927, our first year without stamps, 
our sales fell off as you have already noted, 
but not to the same extent that we had 
anticipated as a result of the giving up of 
stamps. We now anticipate a gradual re- 
covery of our former volume, the holding 
of our good will with former stamp-using 
customers, and the addition to our clientéle 
of the type of customer who was formerly 
frightened away from our store by the im- 
pression which the giving of trading stamps 
produced upon her. It is too early to pre- 
dict with any degree of certainty that these 
anticipations will materialize, but we are 
very hopeful and none of us has any re- 
grets at the step that we took a year ago.” 


ANALYZING RETAIL-SELLING 
COSTS 
R. G. E. BITTNER of the Bureau 


of Foreign and Domestic Commerce 
of the United States Department of Com- 
merce has recently issued a pamphlet on 
“Analyzing Retail Selling Costs.” While 
the figures analyzed are obtained from 
only one retail organization, having four 
stores, and these stores having only two 
departments each, the study forms an ex- 
cellent example of the wealth of informa- 
tion that can be obtained by a careful sta- 
tistical analysis of the selling process and 
its costs. Store managers and controllers 
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will find in this report a method of cost 
analysis that should be of great value in 
indicating trends and locating weak spots. 

The report compares, for 1925 and 1927, 
the amount of sales—both cash and charge, 
the average sale, the number of sales, the 
number of items per sale, the salaries and 
wages paid, the selling cost per sale, the 
selling cost per dollar sold, and the dis- 
tribution of the salesperson’s working time. 
Comparisons are made in terms of units 
of merchandise as well as in terms of de- 
partment totals. 

The results of the distribution of selling 
time are of chief general interest. It was 
found that the working day, exclusive of 
lunch hour, was divided as follows: 
Selling 39% 


Order filling ................ 3 
Interviewing customers who did not 
purchase 8 
17 
100% 


In other words, only one half of the 
day was spent waiting on trade and one 
third was‘spent idling. This information 
was obtained by requiring salespeople to 
indicate selling time on each salescheck and 
to record the use of other time on a card 
provided for the purpose. 

Another interesting fact was that the 
average cash sale took only 3.9 minutes to 
complete while the charge sale took 9.9 
minutes. With an average cash sale of 
only 85 cents, however, and an average 
charge sale of $5.95, the time spent waiting 
on charge customers appears to be actually 
more productive. 

Mr. Bittner further states that his 
analysis of the results of the census of dis- 
tribution in 14 cities reveals that salaries 
and wages in retail stores amounted to 
12.9 per cent of sales and that 54 per cent 
of all employees are in selling and 46 per 
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cent in nonselling work. (It is generally 
found that in larger department stores the 
nonselling force exceeds the selling force 


in about the ratio of 6—4.) 


THE DISTRIBUTION OF RENT 


HE distribution of rent or space 

charge to selling departments is little 
understood outside the circle of store con- 
trollers. ‘The following example approxi- 
mates the method used by a progressive 
group of department stores and varies but 
slightly from the method suggested in the 
“Standard Classification of Accounts” of 
the Controllers’ Congress. 

The example is largely self-explanatory. 
There are a number of points, however, 
where alternative methods are often used. 
Since the amount of rent chargeable to 
alteration rooms and workrooms would 
probably depend on the floor and the 
amount of space occupied, it may be wise 
to include these amounts in the total to be 
distributed to the different floors and to 
charge them rent in the same fashion as 
the selling departments. It will be under- 
stood of course that eventually the rent 
on windows, garage, warehouse, etc., is 
charged to the selling departments on an 
appropriate basis: i.e., windows—value of 
space used; warehouse—space used and 
perhaps partly on sale basis; garage—along 
with the other delivery expense on basis of 
weighted packages delivered and returned; 
workrooms—sometimes included in cost of 
finished goods and added to department 
purchases; and alteration charges — 
absorbed into cost of goods sold. 

The percentage of total space charge to 
allot to each floor is arbitrary and no 
standard or wholly scientific method of de- 
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termining this percentage has been devised. 
The number of floors, the transportation 
facilities, the sales volume and real estate 
values should be considered. 

In distributing each floor’s quota of 
space charge some advocate the uniform 
and others the weighted square-foot basis. 
The former feel that there is an ideal po- 
sition for each department; i.e., a secluded 
part of the floor is just as valuable to the 
book department as is a front main-aisle 
location to facial products. 

The weights suggested, when the system 
of weighting sections of each floor is used, 
are also arbitrary and would vary in dif- 
ferent stores. 

In the given illustration, nonselling space 
is distributed to selling departments on the 
basis of sales. The “amount of space 
used”—basis is a possible alternative. 

The plan recommended some years ago 
by the Controllers’ Congress was to divide 
the space charge for each floor by the sell- 
ing area (including alteration and work- 
room area) on that floor rather than by 
the total floor area. The charge per square 
foot direct to selling departments thus ab- 
sorbed the total charge to each floor, leav- 
ing no nonselling space charge to be pro- 
rated. Actually, this method prorates non- 
selling space on each floor to the depart- 
ments on that floor on a basis of the 
amount of space occupied. It will be ap- 
parent that if this plan is used, floors that 
are entirely nonselling should be charged 
no rent and floors that have considerable 
nonselling space only very little rent. Since 
such calculation is likely to be a very rough 
approximation and since nonselling depart- 
ments probably benefit the whole store 
rather than simply departments on that 
floor, the plan suggested seems preferable. 
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I. Determination of space charge 
Total rent " 


Rent on windows 


Rent on warehouse 


Rent on garage 
Rent on alteration dept. 


Rent on workrooms 


Rent chargeable to selling depts. 


$200,000 
$15,000 
20,000 
10,000 
2,000 
3,000 50,000 
Known charge 


Taxes on land and buildings 


$150,000 


Taxes on fixtures and equipment 


Insurance on buildings 
Insurance on fixtures and equipment 


{ Estimated charges 


Depreciation on buildings 


Depreciation on leaseholds 


Known charge 


Depreciation of fixtures and equipment. 


Total space charge 


$180,000 


The above accounts do not 


include warehouse and delivery expenses. 


II. Distribution to floors in a store with 6 floors and a basement, the 6th floor being wholly non- 


selling. 


Basement 
Street 
2d floor 

5th floor 
6th floor 


*Not including space occupied by elevator shafts, escalators, stairways, toilets, package chutes, 


etc. 


III. Street-floor distribution: 


1. Bases: A—-Uniform square foot basis. 
B—Weighted charges depending on location; 1.e., weight of 50 for departments 
on main aisles, 30 for departments on cross aisles, 20 for departments off 


main routes. 


2. Measurement of area of each department—to walls and centers of aisles. Space in 
front of elevators and stairways not to be included in department measurements. 
(To save space, only 4 departments are illustrated, all other departments that might 
be on the floor being grouped under “Other Departments” which in the case of basis 
B are regarded as each having a weight of 50.) 


BASIS A 
Dept. Deft. Area Sq. Ft. 
2 1,000 
5 2,000 
1,500 
Other depis. 8,700 


Floor areas* Rent per 


Arbitrary Yo SpaceCharge sq. ft. 5q. ft. 


15 27,000 12,000 2.25 
35 63,000 15,000 4.20 
20 36,000 15,000 2.40 
10 18,000 15,000 1.20 
10 18,000 14,500 1.25 
5 9,000 15,000 0.60 

5 9,000 15,000 0.60 
100% 180,000 101,500 —— 


Rent per Sq. Ft. Rent Charge to Dept. 
4.20 4,200 ' 
4.20 3,400 
4.20 6,300 
4.20 3,360 
4.20 36,540 
58,800 


| 
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PLANNING 4A DEPARTMENT-STORE LAYOUT 


BASIS B 

Dept. Area Weight Weighted Area Jo Charge to Depts. 4 
2 1,000 50 50,000 74 4,662 iI 
5 2,000 20 40,000 5.9 3,717 | 
5 1,500 50 75,000 11.1 6,993 ' 
11 800 30 24,000 3.7 2,331 | 
Other selling ...........00..00 8,700 50 435,000 64.5 40,635 i 
Nomselling .o.ccccccccssescsereee 1,000 50 50,000 74 4,662 
15,000 674,000 100.0% 63,000 | 

Nonselling charge 4,662 

Direct space charge 58,338 


IV. Similar computation for other floors give 
the following direct space charges: 


Basis A Basis B 


ne Street 58,800 58,338 
2d 34,000 
or 3d 
4th 13,000 
Sth 
152,800 


Total space charge 180,000 


Nonselling charge to be pro- 
rated on basis of sales... 27,200 


Personnel and Management 


Planning a Department-Store Layout 


B. Eucenia Lizs AND Maris P. SEALY 


t. 


NE of the outstanding characteristics 

of the retail field at the present time 
is the emphasis which farsighted merchants 
are laying on adapting retailing to chang- 
ing conditions. In fact, they considered 
this problem so important that they made 
it the key subject of the recent National 
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Retail Dry Goods Association Convention. 

Adapting retailing to changing condi- 
tions means first of all considering the cus- 
tomer’s point of view more closely. This 
is necessary in order to meet the needs of 
the customer who is now more discrim- 
inating than ever before, and who demands 
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not only better, more intelligent service, 
but also quicker service. This demand for 
increased speed of service is thus in keep- 
ing with the increasing momentum and 
quicker rhythm of modern life. At the 
same time, however, this service must be 
accomplished with no waste energy but 
with a simplicity and directness which pro- 
duces an element of satisfaction bordering 
on restfulness. 

Meeting these demands of the customer 
means that the retail field must develop bet- 
ter methods of distribution and must ob- 
tain greater production from the individual 
employee, but with no more fatigue and 
with nonproductive use of energy elimi- 
nated. 

These requirements can only be met 
with the best store layout, and they must 
be kept in mind in making the layout. 
More specifically, the objective of a de- 
partment store, in working up the best lay- 
out, may be stated as follows: to receive, 
store, offer, sell, wrap, make change, and 
send to the delivery department, merchan- 
dise in such a way that the customer’s 
wants will best be served and the store will 
operate at a minimum cost. 

The layout must therefore be based upon 
a consideration of the customer’s point of 
view and at the same time must co- 
Ordinate the work of all the operating de- 
partments in the store. If the layout 
achieves this double purpose, it will not 
only help the store in meeting its objective, 
but it will enhance the outstanding ad- 
vantage of its organization—the customer’s 
ability to purchase all her needs within a 
limited area and with a limited expenditure 
of time and energy. 


Scope of Paper 


In this paper we shall outline the re- 
search work which we feel is necessary in 
order to obtain the best results in the store 


layout, so that the store can successfully 
adapt itself to changing conditions. Because 
of the limits of space, however, we shall 
dwell mainly on the problems of customer * 
traffic and the problems of selling methods 
which must be carefully studied and 
analyzed before the layout is made. 


Preliminary Problems 


Preliminary problems which we shall 
merely mention, but which face the depart- 
ment-store planner are, first, the location 
of the store. Nystrom has discussed this 
problem very fully in his book, The Eco- 
nomics of Retailing. ‘The type of cus- 
tomer to be catered to must be considered, 
and also the size of store needed to handle 
the volume of business expected at once, 
and in the future. 


Customer Traffic 


Coming to the problem of customer traf- 
fic, the first point to be determined is: 
where do customers enter the store? What 
are the locations of the entrances and what 
percentage of the traffic does each entrance 
carry? 

In connection with the answers to these 
questions, we must consider: Where do 
the customers go? And this question leads 
to the problems of location and number of 
elevators or escalators and stairs, and the 
location of aisles on the street floor and 
upper floors. 

Whatever types of conveyance are used 
to lift customers from the street floor, they 
should be placed so that they can readily 
be seen from the entrances. Usually, de- 
partment stores prefer to locate elevators or 
escalators some distance from the entrances 
so that customers will walk through the 
street floor before going to the upper floors. 
Another advantage in locating these fa- 
cilities away from entrances is to avoid 
congestion near the doors at peak time. If 
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a number of customers are waiting near 
the entrances for elevators, traffic moves 
so slowly and becomes so congested that 
customers wanting to shop on the street 
floor have difficulty in getting through the 


crowd. 

The decision as to installing escalators 
or elevators, or both, would be based on 
several questions: 

1. Capacity required 

A full-width escalator carries two people 
up per second, which amounts to a capac- 
ity of 7,200 persons per hour. This carry- 
ing capacity is greater than that of 20 
passenger elevators of the size usually 
used in department stores. 


2. Type of customer 
Older customers sometimes prefer to use 
elevators, although the new type escalator 
makes getting on and getting off so safe 
and so easy that this prejudice is disap- 
pearing. Younger people and especially 
children prefer the escalator. 

3. Average length of ride of customers 
For the long hauls, of say, five or more 
floors, the elevator is often preferred be- 
cause of the increased speed, in spite of 
having to wait for the elevator. For 
shorter distances, however, or especially, 
if customers go from one floor to another 
as they shop, the escalator is preferred be- 


cause the customer does not have to wait . 


for it. She can always get on, and it is 
not crowded. 

The third element in accommodating 
traffic are the aisles, the connecting link be- 
tween the entrances and the elevators or 
escalators. Previously in planning depart- 
ment stores, zigzags or aisles that branched 
off or which otherwise were not in one 
straight line were considered very desirable. 
The theory was that the customer going to 
the elevator and being forced to go through 
many aisles would see more “pick-up” 
things which attracted her and which she 
would stop to buy. 

Now, however, aisles must form a 
straight line. There may be a right-angle 
turn to get to the lifting conveyance, but 


the paths must be direct. The modern 
customer has no time to find her way 
through a maze of tables, booths, or 
counters. At the same time the “pick-up” 
trade may be maintained by providing at- 
tractive displays and properly located bar- 
gain tables. 

The research method of obtaining data 
on traffic problems may be in part illus- 
trated by a study which we made on the 
trafic problems of our street floor at our 
Christmas peak. Our problem was to find 
the best means of relieving customer con- 
gestion around our entrances and of adding 
to our lifting facilities. 

Data on the actual situation was ob- 
tained, first, by observing the floor from 
vantage points at the peak time. The 
density and slow movement of traffic could 
thus be spotted at once. 

Actual counts were then made at strate- 
gic points on several days during the peak, 
to discover the direction of customer traffic, 
the relative density of traffic, and the fluc- 
tuations in traffic at the same point at the 
various hours of the day and on different 
days of the week. Observations, including 
counts, were also made as to the use of the 
different elevator, escalator, and stairway 
facilities. 

After analyzing this data and considering 
the limitations of the building which could 
not be altered, the store has been able to 
work up plans for relieving the congestion 
and for increasing its elevator and escala- 
tor facilities. These plans will be put into 
effect gradually within the next few years, 
as additional facilities are needed. 


Grouping Selling Departments 
Another major problem of store layout 
is the whole matter of grouping and arrang- 
ing the selling departments. This problem 
again must be considered first from the cus- 
tomer’s point of view. As the size of the 
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store increases, it becomes increasingly im- 
portant to group departments so that the 
customer can buy related merchandise with- 
out walking from one end of the store to 
the other. Another advantage is that sug- 


Street Floor Women’s Accessories, Notions 
Balcony 


gestive selling is stimulated if related mer- 
chandise is together. 

From the customer’s point of view, the 
following is probably the ideal grouping of 
selling departments with relative vertical 
arrangement. 


Drugs, Books, Stationery 


Public Service and Customer Shopping 


Yard Goods, Laces, Trimmings, Notions, 
Patterns, Art Embroideries, Artists’ 
Materials 


Service 

2d Floor Women’s Shoes, Lingerie, Millinery 

3d Floor Women’s Outer Apparel 

4th Floor Children’s and Boys’ Floor 

5th Floor Toys, Kindergarten Supplies 

6th Floor Upholstery Fabrics, Sheets and Pillow 
Cases, Linens, Blankets and Bedspreads 

7th Floor Housefurnishings, China and Glassware, 
Art Wares, Silverware, Lamps, Far 
East, Mirrors, Carpets and Rugs 

8th Floor Furniture 


The men’s departments and the other 
departments in which men shop should be 
ideally located in a separate building or at 
least in a distinct section of the building, as 
most men prefer to avoid the crowds of a 
department store. ‘These departments may 
be arranged as follows: 


Street Floor Men’s Furnishings, Underwear, 
Hosiery and Other Accessories 


2d Floor Men’s Clothing 

3d Floor Men’s Sports Apparel, Sporting 
Goods 

4th Floor Luggage, Music, Radios, Adult 
Games 

5th Floor Groceries 


(This scheme is worked up for a large 
store which has eight selling floors. In a 
smaller store, however, or one which has a 
fewer number of floors, some of the units 
shown here as separate floors would be com- 
bined ; as, for instance, the women’s apparel 
group shown on the 2d and 3d floors.) 

In this grouping of departments, re- 
lated departments are grouped together. 
Women’s apparel is together, children’s de- 
partments are also grouped together. The 
men’s departments form a distinct group, 
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probably with special elevator service. Yard 
goods and accessories are placed with the 
other departments in which the customer 
buys materials or articles which she will 
make up; and other departments are simi- 
larly grouped. 

Another point which must be considered 
in grouping departments is the seasonal 
fluctuation in each department’s business. 
This presents a difficult problem because 
often an arrangement which is desirable in 
grouping departments with related mer- 
chandise together is difficult or impossible 
because the departments expand and con- 
tract at the same time. For instance, toys 
may properly be placed on the children’s 
floor, but since all these departments ex- 
pand at Christmas, the situation is impos- 
sible unless space on this floor can be kept 
idle during the rest of the year, which 
would be an uneconomical arrangement. 
In this plan, for instance, toys are just 
above the children’s floor and are adjacent 
to yard goods. When toys expand at 
Christmas, the yard-goods departments are 
dead and may be contracted. 


f 
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After the main grouping has been de- 
termined, the departments within the group 
must be located so that the merchandise in 
adjacent departments will be  supple- 
mentary. Blouses, for instance, could 
profitably be located near suits and the art- 
wares department belongs next to china 
and glassware. 


Arrangement of Merchandise in 
Each Department 


Next, within each department, the ar- 
rangement of merchandise is of particular 
importance. To serve the customer more 
quickly, how should the merchandise be 
arranged? In the lingerie department, and 
other departments carrying “size” mer- 
chandise, for instance, we have found it 
very desirable to group all of the mer- 
chandise of one size together, instead of all 
items or lines together. A customer usually 
buys all garments in one size; therefore, if 
everything she will be interested in is close 
together, the salesclerk can show her the 
whole assortment in the shortest time. 
Also, the salesclerk can easily and natural- 
ly suggest a sale in another garment by 
showing the customer other garments of 
the same design, a slip to match step-ins, 
for instance. 

After the customer’s point of view is 
considered, other principles which influence 
the arrangement of merchandise are: 

1. In a large and busy department, put 
duplicate supplies of the very fast mov- 
ing items in several places in the depart- 
ment so that no salesclerk will have to 
walk very far to get the particularly fast 
moving items. 

2. Place the merchandise which the depart- 
ment manager wants to push in a con- 
spicuous place in the department. 

Often a customer survey is necessary to 
discover the weaknesses in the present stock 
arrangement. We have actually made 
time-study observations of our customers 
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when necessary to find how long the cus- 
tomer must spend walking from one 
counter to another to locate the merchan- 
dise she wants or the time she waits until 
the salesclerk brings her the merchandise 
and also to find what related merchandise 
she buys at the same time—such as powders 
and creams in the drug department. 

Sometimes, an analysis of saleschecks is 
necessary to find such facts as the number 
of items bought on the average sale. This 
information may be obtained from the mer- 
chandise or unit control section, or if no 
such control exists, from an analysis of re- 
serve requisitions or buyer’s orders. Such 
analysis will determine the rapidity with 
which certain items of merchandise move. 
Then, the space required on the selling 
floor to house the merchandise necessary for 
at least one day’s sale can be definitely de- 
termined and the space can be adequately 
allocated. 


Analysis of Method of Selling 


The method of selling must also be 
analyzed before the layout is actually 
made. Shall the merchandise be sold from 
sample or shall all merchandise needed for 
a maximum day’s selling be brought to the 
selling floor and sales filled on the floor 
with the particular articles selected by the 
customers? Or shall taken transactions be 
filled on the floor and the “sents” in the 
reserves? These questions can be answered 
after such data as the following have been 
collected : 

1. Value of floor space and relative amount 

of space required for each type of selling. 

2. Characteristics of merchandise: fragility, 

size, weight. Does the customer usually 
want the article she examined, as in the 
case of gloves? 

3. The per cent of “sents” to total number 

of transactions. 


4. The density of sales on the selling floor. 
Can the salesclerk fill out her saleschecks 
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when customers are not waiting to be 
served, or has she little or no “idle” time? 

5. The average number of items per trans- 
action. 

6. Can displays be improved and is the cus- 
tomer aided in her selection by having 
only a few of the same items on the floor 
at a time? 

7. Density of traffic in the locality of the 
store. Can the customer park her car 
near the store and carry home her pur- 
chases in it? If so, she may take semibulk 
merchandise which would otherwise be 
sent. 

The decisions on these questions depend 
upon the particular situation in hand. The 
following underlying principles usually ap- 
ply, however: utilize expensive selling 
space and expensive salesclerk’s time for 
the most productive work; take functions 
off the selling floor where economical and 
possible to do so and centralize these in less 


valuable nonselling space. 


Analysis of Change Making and 
Wrapping 

The method of handling the change- 
making functions also influences the layout 
and should be determined by considering 
relevant data before making the layout. 
Shall the change be made by using cash 
registers, a central tube room, or floor 
cashiers? Shall the wrapping on the sell- 
ing floor (of “takens” and small “sents’’) 
be done by the salesclerk or by a merchan- 
dise checker? 

Some of the factors influencing these de- 
cisions on type of change making and 
method of wrapping are: 

1. Service to customer 

(a) What average length of time is spent 
in selecting the merchandise? 

(b) What percentage relation would time 
required for change making either by 
cash register or tubes have to selec- 
tion time? 

2. Type of merchandise 

(a) Average salescheck 


(b) Percentage of “takens” to total num- 
ber of transactions 

(c) Average number of items on taken 
transactions 

(d) Type of packing required. Can 
“takens” be put into bags? Can 
“sents” be sent to central packing 
room satisfactorily? 


3. Salesclerk’s production 
(a) Average number of transactions per 
salescheck per day at normal and 
peak periods 
(b) Density of sales in department 


4. Cost of equipment and of auxiliary jobs 
(a) Initial cost 
(b) Maintenance and depreciation 
(c) Cost of cashiering, merchandise check- 
ing, and of auditing under either 


system 
Presenting and Analyzing Data 
The technique used in collecting, analyz- 
ing, and presenting this material so that 
decisions can be properly made is very im- 
portant. We have stressed throughout the 
paper the necessity of making decisions on 
facts, interpreted in the light of the de- 
mands of modern life. It is equally im- 
portant that the investigation made to ob- 
tain the facts be conducted along scientific 
lines and that it be as complete as the prac- 
tical aspects of the case will justify. The 
particular method used to present the ma- 
terial depends upon the material itself. 
Charts are usually desirable to aid in in- 
terpreting the facts. 


Layout of Selling Departments, Dis- 
play, and Design and Con- 
struction of Fixtures 


After the research work outlined above 
has been completed and after the facts ob- 
tained have been analyzed, the layout of the 
selling department, the display, and the de- 
sign and construction of the fixtures can 
be worked out. 

The nature of the general background 
to be used in the whole store must be con- 
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sidered first. This will include the type 
of background—character and color of 
walls, the type of lighting to be used, floor 
covering and character of fixtures. In a 
small store or in a specialty shop, it is fre- 
quently desirable to carry out the same de- 
tails throughout the store. Complete unity 
is thus attained and, if the idea is distinc- 
tive, it can be tied up with advertising and 
promotion schemes. 

In a larger store, however, to use the 
identical details would probably result in 
putting some merchandise in an incongru- 
ous setting, and also would become mo- 
notonous. However, the same general 
scheme must be used throughout to ac- 
complish a unified whole. In a large store, 
where a floor or a group of departments 
covers enough space to seem practically a 
store in itself, it may be desirable for the 
sake of variety or lightness to use a distinct 
treatment for each group. But, even so, 
some means of attaining a sense of unity 
is desirable. If, for instance, the 2d and 
3d floors for women’s apparel departments 
are done in Louis XV period and the 4th 
floor, children’s departments, is done in the 
modernistic manner, some unifying element 
must nevertheless be introduced. 

This unity of spirit may be attained more 
easily, however, if the modernistic manner 
is used throughout. In this case, variety 
could be obtained by using a naive, juvenile 
mood for the children’s floor and a more 
sophisticated style for women’s outer ap- 
parel, and so on. Thus, each group of 
departments or each floor must be con- 
sidered individually as to particular details 
best suited to the merchandise and the type 
of customer, but the general treatment of 
all should harmonize. 

The floor plan of the individual depart- 
ments will be based on the results of the 
research work done—upon whether mer- 
chandise is to be sold from sample, upon the 
stock arrangement to be used, the method 
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of change making and the other points con- 
sidered above. The space required for the 
department will thus be determined, and it 
will be plotted out in relation to the aisles 
on the floor, the general type of fixtures 
to be used, such as tables or back fixtures 
with counters or showcases. 

In designing the fixtures, their general 
character, such as moulding, height, wood, 
and probably color, will be in keeping with 
the whole floor. The type of fixture and 
details of design, however, will be decided 
by the merchandise to be housed. 

For example, the use of open shelves or 
receding glass doors, or drawers with glass 
or wooden fronts will depend upon the 
merchandise. In this respect, the desirabili- 
ty and necessity of maintaining flexibility 


of fixtures must be kept in mind. With‘ 


the fluctuations in type of merchandise 
which occur constantly, the fixtures must 
be designed so that they can be used for 
many different types of merchandise. Or, 
if changes in the fixtures are necessary to 
adapt them to changes in merchandise, they 
should be designed so that a minimum 
amount of work is necessary. Back fixtures 
made up of standard units of which the 
interiors are interchangeable form an ex- 
ample of this. The use of standard equip- 
ment is thus desirable, first, because it is 
economical and, second, because it provides 
elasticity. 

In designing fixtures, another factor must 
be given primary consideration. They must 
be designed to fit the needs of the sales- 
clerk so that all unnecessary fatigue is 
prevented in putting the merchandise in the 
fixtures, taking it out to show it to the 
customer, taking it to the merchandise 
checker’s desk, or in wrapping it herself. 
For instance, if merchandise on tables is 
sold from sample, it is undesirable to have 
the forward stock kept under the low table 
because the salesclerk must then stoop 
down to get the merchandise after each 
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sale. A much better design allows space 
for “forward” stock above the ordinary 
table height. We have used this type of 
fixture with very good results on tables on 
which hosiery is sold from sample. The 
“forward” stock of a complete assortment 
of colors and sizes with a larger quantity 
of the more popular colors and sizes is 
kept in the compartments above the or- 
dinary table. The customers are served 
from the “forward” stock and, as it is de- 
pleted, it is filled in from the “reserve” 
below. The merchandise is arranged by 
sizes, by the way, and the design of the 
fixture as well as the stock arrangement 
allows the salesclerk to finish her sales 
quickly and with minimum fatigue. 

The construction of the fixtures must 
carry out the design and, in addition, must 
allow for the durability necessary in a de- 
partment store. Fixtures must stand up 
under constant use and they must not inter- 
fere with the work of the salesclerk. If 
drawer fronts come off or if receding doors 
stick, the salesclerk is inconvenienced and 


irritated and the customer is kept waiting. 
The psychological effect is as disastrous as 
the actual slowing up of the salesclerk and 
the customer. 

Conclusion 

We have not been able in this paper to 
consider other problems of layout, particu- 
larly those concerning the receiving depart- 
ment, the delivery department, and the 
various offices of a store. The routing of 
merchandise is another large problem which 
must be considered in its entirety. How- 
ever, the principles involved in these prob- 
lems are the same, and must be applied so 
as to provide the best movement of work 
and the greatest aid and the least fatigue 
for the employee. 

If the store layout is made on the basis 
of the method outlined above, the results 
are: better service to the customer, meeting 
of the requirements of the modern, dis- 
criminating customer; less fatigue, greater 
satisfaction, and increased earning power 
of the employee ; and increased volume with 
decreased unit cost for the store. 


FASHION TRAINING FOR 
SALESPEOPLE OF READY. 
TO-WEAR 


HE training director in an exclusive 

store recently stated that it was un- 
necessary to train its employees in fashion 
and merchandise because the merchandise 
division saw to it that the store carried 
nothing but styled-right merchandise. This 
viewpoint does not correspond to that of 
representative training directors in the New 
York metropolitan district, who realize that 
even when the merchandise division has 
done a perfect job of selection, there still 
remains the problem of adapting goods to 
the needs and peculiarities of each con- 
sumer. 


Three chief methods of fashion training 


are being tried: class instruction, demon- 
strations, and promotion of the reading of 
style publications. 


Class Instruction 


Class instruction is given either in class- 
rooms or on the selling floor. The former 
place has the advantage of ensuring closer 
concentration on the lecture since diverting 
stimuli are removed. Two stores have a 
lecture plan worked out by the training de- 
partments to be presented at the beginning 
of each season. In both cases, a member 
of the training department gives these talks, 
addressing about one fifth of the salespeople 


of ready-to-wear each time, repeating each 
lecture five times till all have heard it. In 
one of the stores, a series of three lectures 
is so given. The subject of the first is “the 
silhouette,” of the second, “fabric and 
color,” and of the third, “accessories.” For 
each of these talks garments to illustrate 
the fashion points are selected from ready- 
to-wear departments. The clothing is often 
demonstrated on living models. Mimeo- 
graphed copies of the important facts 
brought out in the talk are given the sales- 
people. The department manager or buy- 
er who holds weekly meetings in his de- 
partment follows up these talks by showing 
new merchandise. 

In order to train salespeople wisely to 
suggest accessories that will make a har- 
monious ensemble, one store is giving a 
course in the principles of art. A member 
of the training department devotes one lec- 
ture to showing one fabric only and bring- 
ing out all the points of style, color, and de- 
sign in this cloth. Each salesperson present 
is asked to bring in to the next class some 
article of merchandise from her department 
which will harmonize with the fabric 
shown. When all the articles are as- 
sembled there should be a harmonious dis- 
play. Stylists from different divisions of 
the store also give talks during the course. 

Classes on the selling floor are perhaps 
more common because the buyer or as- 
sistant can be present and because less time 
is consumed in assembling the salespeople. 
One plan is to have the buyer or assistant 
give the talks and the other is to have 
them delivered by a trained teacher of 
merchandise. Under the former plan, the 
training director of a Fifth Avenue store 
provides the department head with an out- 
line of the points she deems should be cov- 
ered. This is also done in a number of 
other stores because most buyers have so 
little leisure, inclination, or ability to pre- 
pare well-organized talks. The outlines 
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help them in the presentation of the major 
facts. For instance, one ready-to-wear buy- 
er is prone to emphasize the selling points 
of old stock and to fail to tell why she 
bought the new goods. The outline assists 
her in maintaining a balanced presentation. 
Two other Fifth Avenue stores have had 
great success by having the talks on the 
selling floor given by a director of mer- 
chandise training. In both instances, these 
women select new merchandise from allied 
departments and call five to ten minute de- 
partmental meetings as often as it is neces- 
sary to bring out fashion points. The buyer 
is often present to lend moral support and 
to make additional comments but the brunt 
of the work is done by the trained teacher. 


Demonstrations 

Demonstration is a second method of 
fashion instruction. At a recent luncheon 
of the training directors in seventeen de- 
partment stores in metropolitan New York, 
the common opinion was that style shows 
accompanied by music in which living 
models appear, while interesting to the 
salespeople, are not a satisfactory method 
to bring out style points. Style demionstra- 
tions rather than shows where the buyer 
carefully explains the talking points of each 
garment shown are much better. 

The motion picture is another valuable 
method of demonstration. Both the Na- 
tional Retail Dry Goods Association and 
the Dry Goods Economist provide educa- 
tional films but, for style purposes, one of 
the best plans has been the scheduling of 
films depicting the type of activities in 
which the store’s customers engage at such 
resorts as Palm Beach and Miami. Few 
salespeople have an opportunity to visit 
these places and these films give them a 
mental “atmosphere” that allows them to 
make intelligent suggestions to customers 
who are going to visit these resorts. 

Another type of demonstration is the 
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color card made up by the training depart- 
ment from actual materials on sale and 
placed inconspicuously in each ready-to- 
wear section. 
Fashion Publications 

Salespeople should be continually urged 
to keep up-to-date on fashion news as 
it is reported in the publications. The 
magazines which are used most extensive- 
ly for giving style information to sales- 
people are Vogue and Harper's Bazaar. 
One store obtains trade rates for subscrip- 
tions to these publications and asks as many 
salespeople as possible to subscribe. Often 
two or three people club together. Trade 
newspapers while of great value to the buy- 
er contain too much undigested information 
to be of as great use to the salespeople. 
Clippings from the various publications are 
put on departmental bulletin boards to call 
attention to important style developments. 
It is the practice of one store to have the 
welfare department subscribe for a sufficient 
number of copies of each style magazine to 
allow one to be placed in each spot of con- 
venience to the employees. 

The house organ is another useful medi- 
um for imparting fashion information. One 


such paper publishes the important style 
facts given in the series of lectures at the 
beginning of each season. It also reports 
talks given by the stylists and prints a 
series of photographs of the newest cos- 
tumes which are within the price range 
of the average employee’s pocketbook. 

The chief difficulty in connection with 
these beginnings in fashion training is that 
a smattering of information is sometimes 
worse than none. In a number of stores 
that are attempting to teach fashion, it has 
been observed that salespeople attempt to 
express their knowledge but sometimes have 
their facts garbled, often mispronounce 
French names, and sometimes state style 
facts mechanically with no real apprecia- 
tion of their significance. A class in pro- 
nouncing the names of French couturiers 
is apparently necessary. Again, along with 
the fashion training, salespeople shculd be 
cautioned to avoid guessing and to use their 
information only when they are sure it is 
correct. 

In spite of this natural danger, there is 
no doubt that these different methods are 
gradually developing a fashion-wise sales- 
force that will give more intelligent service 
to the ever more exacting customer. 


RETAIL TRADE IN 1927 


The estimates of Dr. Paul H. Nystrom of the chair of merchandising at Columbia 
University as to the retail trade of the United States have been generally accepted as the 
most authoritative and appear in Mr. Richardson’s article, elsewhere in this issue. 

Larger estimates than $40,000,000,000 have been made, based on the recent census 
of distribution, but these estimates are not very reliable in view of the fact that the 
census to date includes only the larger cities. 


The remarkable success of the chain stores in securing a growing portion of the con- © 


sumer’s dollar has created quite a scare in some retail circles. As Dr. Nystrom points 
out, there have been four great scares to the independent retailer in the last thirty years. 
The growth of department stores about 1900, the gains of the mail-order houses 1910- 
1915, the inroads of house-to-house canvassing 1921-1924, and the increases of the chain 
stores 1925 to the present have each given the independents considerable alarm. 

The recent trend in opinion, however, seems to be for the independent to realize that 


AMERICAN PROSPERITY 


if he will study carefully the chain-store methods and apply many of them—perhaps in 
modified form—he will be able to maintain his position, for some time at least, as the 
major type of outlet for consumer goods. It is being realized that the chain is not so 
much to be feared as emulated. 

The adaptability of the independent to the needs of the community both in mer- 
chandise and service, association for buying power—either through a voluntary associa- 
tion or a cooperating wholesaler—and willingness to adopt modern merchandising and 
control methods, these attributes should make the independent a formidable competitor 
of the chain. In all probability the chains will continue to grow rapidly for the next 
five years, but this growth need not be at the expense of the well-managed independents. 


AMERICAN PROSPERITY 


American Prosperity, Its Causes and Its Consequences by PAuL M. Mazur, 
Viking Press, 1928. 


Mr. Mazur, well known to retail merchants as the author of Principles of Organiza- 
tion Applied to Modern Retailing has written an even more important book, 4 merican 
Prosperity. It is the best summary that has come to our attention of the forces that 
have guided the business desuiy of America, especially since the Great War. Adver- 
tising, style change, hand-to-mouth buying, installment sales, and European demand are 


among the major factors to which Mr. Mazur attributes America’s present prosperity. | 


He looks for its continuance in a further development of merchandising, which he de- 
fines as “the balancing of production or purchasing schedules with carefully determined 
sales possibilities in such a way as to obtain the greatest net profit consistent with rea- 
sonable risk.” The merchandiser, he clearly indicates, should not be simply a distributor, 
catering to every vagary of demand, nor simply a high-powered salesman of plant ca- 
pacity. His job is rather to codrdinate production with distribution. 

Mr. Mazur gives a clear analysis of the causes that have been dominant factors in 
America’s economic development. Scarcity of labor and abundant raw materials, played 
upon by America’s genius for scientific management, organization, and utilization of in- 
vention, resulted in mass production and low unit costs. Mass production has required 
sales volume and has begotten high-powered advertising and selling methods. To make 
still further mass production possible, obsolescence or style change has been introduced. 

Although style change was sponsored by producers to make mass production possible, 
it has also made mass production more difficult and less economical and has led to hand- 
to-mouth buying. The dilemma can be solved only by merchandising, by getting a 
balance between the advantages of utilizing plant capacity and the advantages of obso- 
lescence, a balance between production and sales that will yield the largest net profit. 

Mr. Mazur has made a signal contribution to the theory of distribution in pointing 
out the fallacy in assuming that distribution costs should decrease in proportion to de- 
creases in production costs. Since mass production requires an increasing volume of 
sales, increased sales pressure is necessary. This can be obtained only by greater selling 
costs. When the needs of the American consumer are filled as completely as they are 
today, it naturally costs more per unit to prevail on him to develop unending wants and 
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consume in ever larger quantities. The problem is not so much to decrease the costs of 
distribution as to decrease production costs faster than selling costs increase. 

While most of Mr. Mazur’s analysis is beyond reproach, many will not agree with 
him when he includes installment selling—representing perhaps one fifth of the total 
retail trade—as one of the major factors contributing to America’s unprecedented pros- 
perity. While it cannot be denied that prosperity has been attended by installment sell- 
ing, it is by no means certain that the latter is the cause of the former. The sale of 
consumers’ goods would surely not have been one fifth less without this credit device. 
If installment terms had not been offered, consumption might not have been a great deal 
less than it actually was. And even if installment terms were responsible for a large vol- 
ume of additional sales, it is questionable whether the resultant savings in mass produc- 
tion offset the added costs of selling on installment. Again, if installment sales were 
responsible for the large volume in 1925 and 1926, it may be that the difficulties in 1927 
and now to “beat last years’ sales” are due to the recent and present payment for goods 
bought in previous years. Installment selling, even if it resulted in large production 
increases for a few years, may not be contributing to a continued prosperity. 

Another possible criticism of Mr. Mazur’s analysis lies in the inadequacy he sees 
in association of business enterprises as distinct from consolidation. Of the associations 
of independent stores for research and group buying he says, “Practically all the benefits 
of consolidation must be somewhat diluted in such an organization.” Some may feel 
that Mr. Mazur’s connection with an investment banking house has colored his judg- 
ment, but it cannot be denied that he presents a strong case for consolidation. But we 
are not convinced that the saving in buying prices, the effectiveness of management, and 
the savings of expense are not all equally possible to the associated store. A consolida- 
tion brings economies but it also necessitates a more elaborate system of control and may 
result in a decrease in local initiative. In the retail field, there are many examples of 
independent stores that are more profitable than most of the consolidations. It is true that 
group buying is sometimes cumbersome and that mere market representation does not 
always result in lowest prices. But the new development of “central buying,” where 
associated stores delegate to a central buyer the authority to make independent pur- 
chases in certain lines, offers a possible solution to some of these buying difficulties of the 
associated independents. 

In his chapter on “The Battle for Consumer Loyalty,” Mr. Mazur gives a dramatic 
account of the conflicts between private and national brands for consumer preference, 
between industry and industry for a bigger portion of the consumer’s dollar, and be- 
tween individual competitors in the same market. In the conflict between private and 
national brands, the retailer is just making a beginning in the use of national adver- 
tising. Mr. Mazur expects a great development of such advertising by retail groups, a 
joint campaign that will tell a most convincing story to the consumer. 

It is not in domestic competition, however, that Mr. Mazur sees the danger to Ameri- 
can prosperity but in the eventual excess of imports to pay Europe’s war debt. The prob- 
lems of tariff and foreign-trade relations will loom large in the future. Individual 
American industries will suffer, but the author looks to the genius of the American busi- 
ness man to find a solution to the problem when it becomes imminent. 

J. W. W. 


32 


